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In recent weeks, unusually heavy rain fall in South Western China has led to 
severe flooding along the Yangtze river and its tributaries.  China’s rivers have 
a long history of flooding and controlling the Yangtze river was a part of the 
rationale to build the Three Gorges Dam; but current floods are the worst in 
several decades.  The flooding has affected product demand in the heartland 
of China around the Yangtze river, as construction projects are halted, and 
factories had to reduce production due to logistical challenges.  The situation 
could get worse as some dams are at risk of failing due to the unusually high 
water levels.  Some analysts believe that the floods could reduce China’s 
gasoil and gasoline demand by up to 5%.  Refineries in the area are reducing 
throughput as they run low on product storage capacity.  It is likely that these 
surplus products will lead to more exports.   

Reduced demand due to the flooding will have a negative impact on the 
economic recovery from the Covid-19 downturn.  This will likely lead to lower 
crude oil imports in the coming months, and some headwinds for the crude 
oil tanker market, as Chinese inventories are already high from the elevated 
price-driven crude purchases in April and May.  Surplus petroleum product 
availability will lead to increased product exports and affect refining margins 
in the region.  This, in turn, could help the product tanker market. 

  

 
 

 
   

 

 

 

 

 

 

China is getting hit by one natural disaster after another 

China was the first country to be affected by the Corona virus 
in late 2019.  In January 2020, the country instituted a 
lockdown of the Wuhan area, where most cases were 
occurring, and instituted travel restrictions.  These measures 
lead to dramatic declines of demand for petroleum products 
such as jet fuel and gasoline.  Jodi statistics show that Chinese 
oil product demand declined by about 0.9 Mb/d from 
November 2019 to January 2020.  The country managed to 
get the situation more or less under control and demand 
recovered relatively quickly.  However, currently a part of the 
country is facing a new natural disaster, this one affecting an 
estimated 40 million people.  Due to heavy rains in Western 
China, the country is experiencing severe flooding along many 
of the rivers.  This week, we will take a look at the possible 
impact of these floods on the recovery of Chinese oil demand 
in the coming months. 

The top graph shows recent petroleum product demand in 
China.  Total demand for oil products (Naphtha, Gasoline, 
Diesel, Fuel Oil, etc.) declined from 12.12 Mb/d in November 
to 11.25 Mb/d in January.  Especially diesel/gasoil (-0.87 
Mb/d) and gasoline (-0.36 Mb/d) were affected as land 
transportation ground to a halt and domestic and 
international flights were cut dramatically.  Demand for all 
major product categories started recovering in February.  In 
May, the latest month for which Jodi has data available, oil 
demand was 1.5 Mb/d higher than in November, although 
mainly due to growth in demand for fuel oil and “Other 
Products” (ethane, lubes, bitumen, pet coke, etc.). 

China took advantage of the very low oil prices when demand 
in the Western world collapsed while Saudi Arabia increased 
production at the same time, by boosting their crude oil 
imports.  Tanker loadings of crude oil cargoes increased from 
an average of 10.1 Mb/d in Q4 2019 to 12.5 Mb/d in April and 
May of 2020, contributing to the strong tanker rates in the 
period.  Refinery runs increased in June to process the flood 
of crude, more than offsetting the decline in runs earlier in the 
year. 

As Covid-19 cascaded over the planet, China was able to 
export some of its surplus products in March and April.  
Gasoline exports averaged 519 Kb/d, compared to an average 
of 372 Kb/d for 2019, while Gasoil and Diesel exports 
averaged 640 Kb/d versus 424 Kb/d in 2019. As the domestic 
economy recovered and demand started to increase, exports 
declined in May and June as refiners took advantage of the 
higher profit margins in the domestic market compared to 
global prices.  
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